STATE OF INDIANA ) IN THE ELKHART SUPERIOR COURT

COUNTY OF ELKHART % > CAUSE NO. Z0003- DD~ PL-6 5
STATE OF INDIANA, FILED
Plaintiff, APR 2 8 2006
V. IN OPEN COURT

PEOPLE’S HEALTH CHOICE INC.

Defendant.

COMPLAINT FOR INJUNCTION, RESTITUTION, COSTS AND CIVIL PENALTIES

The State of Indiana, by Attorney General Steve Carter and Deputy Attorney General
Eric Jackson, petitions the Court pursuant to the Indiana Business Opportunity Transactions Act,
Ind. Code § 24-5-8-1 et seq., the Indiana Deceptive Consumer Sales Act, Ind. Code § 24-5-0.5-1
et seq., and the Prescription Drug Discount Card Act, Ind. Code § 24-5-21-1 et seq., for
injunctive relief, restitution, civil penalties, investigative costs, and other relief.

FACTS
1. The Defendant, People’s Health Choice Inc. (PHC), is a foreign corporation with
its principal place of business located at 5900 Wilshire Boulevard, Los Angeles CA, 90036.

2. Since at least April 29, 2004, the Defendant has engaged in the business of selling a
discount health savings cards business opportunity to the general public and has engaged in the
solicitation of said business opportunity within the State of Indiana.

3. The Defendant sells discount cards that offer consumers discounts from pharmacies
when purchasing prescription drugs or devices.

4. The Defendant solicited and entered into contracts for the sale of said business

opportunity with Indiana investors, including, but not limited to Shirley Barker (“Barker”) of
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Goshen Indiana, who paid Five Hundred Forty-Nine Dollars ($549.00) to the Defendant on or
about April 29, 2004. A copy of the contract is attached as Exhibit ‘A’.

5. Defendant’s contract with Barker failed to include to the following information:

a.  the name and business address of Defendant’s agent in Indiana authorized
to receive service of process;

b.  the terms and conditions of payment;

c.  adetailed description of any services that the Defendant undertakes to
perform for the investor;

d.  adetailed description of any training that the Defendant undertakes to
provide to the investor;

e.  the approximate delivery date of any goods the seller is to deliver to the
investor; and

f. a statement of the investor’s thirty (30) day right to cancel the contract.

6.  On or about June 1, 2004 Barker paid the Defendant an additional two hundred
twenty-eight dollars and eighty-five cents ($228.85) for advertising flyers.

7. The Defendant also made ten (10) monthly charges to Barker’s credit card in the
amount of thirty-five dollars ($35.00) for additional payments totaling three hundred fifty dollars
($350.00).

8.  The Defendant did not provide Barker with a copy of a disclosure document
containing the information required by Ind. Code § 24-5-8-2.

9. The Defendant did not obtain a surety bond in favor of the State of Indiana for the
use and benefit of investors prior to its transaction with Barker.

10. The Defendant did not file a disclosure statement or bond with the Consumer




Protection Division of the Indiana Office of Attorney General or pay the initial filing of Fifty
Dollars ($50.00) prior to its transaction with Barker.

11. The Defendant represented to Barker that a market existed for the discount cards
and that she could receive a profit by joining PHC.

12.  As well as re-selling the cards, Barker purchased one of the cards for her own
personal use.

13. The Defendant represented to Barker that the discount cards could be used and
were accepted at Wal-Mart, Walgreen’s and Optical One.

14. When Barker tried to use the card at Wal-Mart, Walgreen’s and Optical One she
learned that the stores did not accept the card.

15. The Defendant has not designated a resident of Indiana as its agent for service of
process or registered with the Indiana Office of Secretary of State.

16. On or about January 27, 2005 a copy of the complaint form that Barker filed with
the Indiana Office of Attorney General, wherein she requested a refund from the Defendant, was
mailed to the Defendant.

17. The Defendant’s offer of selling discount health cards to Indiana investors who
would then sell the cards to consumers in order to make a profit and also earn additional money
by recruiting other people to join PHC is a “business opportunity” as defined by Ind. Code 24-5-
8-1.

COUNT - VIOLATIONS OF THE BUSINESS OPPORTUNITY TRANSACTIONS ACT

18. The Defendant’s failure to provide Indiana investors, including but not limited to
Barker, with the disclosures required by Indiana law at least seventy-two (72) hours before the

earlier of the investors' execution of a business opportunity contract with the Defendant or




receipt of any consideration by the Defendant, as referred to in paragraph 8 above, is a violation
of Ind. Code § 24-5-8-2.

19. The Defendant’s failure to obtain a surety bond in favor of the State of Indiana
prior to offering to sell its business opportunity to Indiana investors, as referred to in paragraph 9
above, is a violation of Ind. Code § 24-5-8-3.

20. The Defendant’s failure to file a copy of the disclosure statement and surety bond
and pay the filing fee required by Indiana law with the Consumer Protection Division of the
Office of the Attorney General prior to placing any advertisement or making any representation
to any Indiana investor about said business opportunity, as referred to in paragraph 10 above, is a
violation of Ind. Code § 24-5-8-4.

21.  The Defendant’s failure to include the information detailed in paragraph 5 above
is a violation of Ind. Code § 24-5-8-6(b).

22.  Due to the foregoing violations of Ind. Code 24-5-8-2, Indiana investors, including
but not limited to Barker, have a statutory right to cancel their business opportunity contracts
with the Defendant in accordance with Ind. Code § 24-5-8-15.

23.  Due to foregoing violations of Ind. Code §24-5-8-6(b) and the Defendant’s untrue,
misleading and deceptive statements, as referred to in paragraphs 13 and 14 above, Indiana
investors, including but not limited to Barker, have a statutory right to void their business
opportunity contracts with the Defendant in accordance with Ind. Code § 24-5-8-16.

COUNT II-VIOLATIONS OF THE PRESCRIPTION DRUG DISCOUNT CARDS ACT

24. Plaintiff realleges and incorporates by reference the allegations contained in

paragraphs 1 through 23 above.




25. By selling, marketing and advertising a discount card, as referred to in paragraph 3
above, when the discounts where not specifically authorized by the pharmacies listed by the
Defendant and the access to the discounts offered were deceptive or misleading, as referred to in
paragraph 13 and 14 above, the Defendant violated Ind. Code §24-5-21-3.

26. By failing to register with the Indiana Secretary of State’s Office and designate an
Indiana resident as agent for service of process, as referred to in paragraph 15 above, the
Defendant violated Ind. Code § 24-5-21-4.

27. Due to the foregoing violations of Ind. Code § 24-5-21-3 and §24-5-21-4, Indiana
consumers, including but not limited to Barker, have a statutory right to cancel their contracts

with the Defendant in accordance with Ind. Code §24-5-21-5.

COUNT I — VIOLATIONS OF THE DECEPTIVE CONSUMER SALES ACT

28.  Plaintiff reaﬁeges and incorporates by reference the allegations contained in
paragraphs 1 through 27 above.

29. The transaction referred to in paragraph 12 above is a “consumer transaction” as
defined by Ind. Code § 24-5-0.5-2(a)(1).

30. The Defendant is a “supplier” as defined by Ind. Code § 24-5-0.5-2(a)(3).

31. The violations of the Indiana Business Opportunity Act, as referred to in
paragraphs 18, 19, 20 and 21 above constitute deceptive acts in accordance with Ind. Code § 24-
5-8-20.

32. The violations of the Indiana Prescription Drug Discount Cards Act, as referred to

in paragraphs 25 and 26 above constitute deceptive acts in accordance with Ind. Code § 24-5-21-

7(c).




33, By representing that the discount health cards had the performances, uses, and
benefits of being accepted at Wal-Mart, Walgreens and Optical One, as referred to in paragraphs
13 & 14 above, when the Defendant knew or should have known that they did not, the Defendant

violated Ind. Code § 24-5-0.5-3(a).

COUNT IV — KNOWING AND INTENTIONAL VIOLATIONS
OF THE DECEPTIVE CONSUMER SALES ACT

34, Plaintiff realleges and incorporates by reference the allegations contained in
paragraphs 1-33 above.

35.  The misrepresentations and deceptive acts set forth in paragraphs 1 through 17
were committed by the Defendant with knowledge and intent to deceive.

RELIEF
WHEREFORE, the Plaintiff, State of Indiana, requests the Court to enter a judgment

against the Defendant and order the following relief:

a. A permanent injunction pursuant to Ind. Code § 24-5-8-18 and Ind. Code §

24-5-0.5-4(c)(1), enjoining the Defendant, its agents, representatives, employees,

successors, and assigns from engaging in conduct in violation of Ind. Code § 24-

5-8-1 et seq., Ind. Code § 24-5-21-1 et seq., and Ind. Code § 24-5-0.5-1 et seq.;

b.  Cancellation of the Defendant’s business opportunity contracts with Indiana

investors, including but not limited to Barker, pursuant to Ind. Code § 24-5-8-15

and Ind. Code § 24-5-0.5-4(d);

c. Voiding the Defendant’s business opportunity contract with Indiana

investors, including but not limited to Barker, pursuant to Ind. Code § 24-5-18-16.

d.  Restitution pursuant to Ind. Code § 24-5-0.5-4(c)(2) and (d), in the amount

of all consideration paid to the Defendant by Indiana investors, including but not




limited to One Thousand One Hundred Twenty-Seven Dollars and Eighty-Five

Cents ($1,127.85) on behalf of Barker;

e. Costs pursuant to Ind. Code § 24-5-0.5-4(c)(3), awarding the Office of the

Attorney General its reasonable expenses incurred in the investigation and

prosecution of this action;

f. Civil penalties pursuant to Ind. Code § 24-5-0.5-4(g), for the Defendant’s

knowing violations of the Deceptive Consumer Sales Act, in the amount of five

hundred dollars ($500.00) per violation, payable to the State of Indiana;

g.  Civil penalties pursuant to Ind. Code §24-5-0.5-8 for the Defendant’s

intentional violations of the Deceptive Consumer Sales Act, in the amount of Five

Hundred Dollars ($500.00) per violation, payable to the State of Indiana; and

h.  All other proper relief.

Office of the Attorney General

Indiana Government Center South, 5™ floor
302 W. Washington Street

Indianapolis, IN 46204

(317) 233-3987

ELJ/1585

Respectfully submitted,
Steve Carter

Attorney General of Indiana
Atty. No. 4150-64

By: fu,j\/\”

Eric J Q{(son
Deputy Attorney General
Atty. No. 19415-49
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TERMS 8. CONDITIONS

My signature below indicalns thet | have caralisly voad this Agreemert ond that § wisngly acoept and egree 1o all of the
Tenms and Conditions herein and the Policies dnd Proceducas of the Company b now stated and ss may be hereafiar
motified from time (o itne, AS A PARTICIPANT N THIS NETWORK MARKEYING PLAN, | HAVE A RIGHT 70 CANCEL
AT ANY TIME, REGARDLESS OF REASON. CANCELLATION MUST BE SUBMITTED IN WRITING TO THE
COMPANY AT ITS PRINGIPAL BUSINESS ADCRESS, noted belaw.
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. angd Fom” subnitted

agreament folly informmed, benelit

ma foa § sin paying. Basad thereon, | undarstand and agres thid PEOPLES HEALTH CHOICE hos fulliind s obligations
under Bro tesing of the agresment and my iniial See tn betzite sn Advocite for PEOPLES HEALTH CHOICE is fully
eamed by the Company and non-refimdabla to ma.

{ have read, undantend ard agrea 1o ba bound by the Terms and Comditons in this documend, as wel as the Polidlas and
Procedures of the Company, as now stated or =x miy be heresiter modifled from time to ma, e followss: .

authortend ADVOCATE'S mauy zofi the PEOPLE'S HEALTH CHDICE BENEFTS progrom (PHC Beneliis
proggamy AR ADVOCATES residing in the U,S. or subjest ta U.S, intatne be must have & yaBd federal tax 1D or
Sociat Secusfly Number, s prasent such to PEOPLE'S HEALTH CHOICE.

2. independont Contractor: Tha AINOCATE scinowledgas that helthe is an idependest contracter,
conducting Dixiniis for ADMOGATE'S oum aecount, and not as an sgoit of employee of PEOPLE’S HEALTH
CHOICE . The ADVOCATE shal ba nagponsible for payinint of 58 Federal and Stode tees
(nchuding aocial aectelty tmtes, unemploymei tives, 3ules tmoes Inzome teovs), and wilt ablde by al}
applicablo Foderpl, Stile and Locsl Lws, ADVOCATE agrecd ond ndarsiands that ha/she ¢an 1ot bind
PEOPLES HEALTH CHOICE or any of s provider companles: by any promtise or agreamant, to incur any
debt, expansa, oF tabifity in R name or acounl, or waive any of the provisions of the PEOPLE™S HEALTH
CHOGE prograims or ADVOCATE

3. Minimum Age: ATNOCATE shall be at koot 18 yesrs of age or tha age of concent for the state by which the

applicant 3

4. idomification Numbert An ideniification Nuirher wifl bs issuad by PEOPLE'S HEALTH CHOICE imynediataly
attor rocoipt of this application and agreamant, Thia identification numbar murt sppear on A
Sulwvitted by ADVOCATE in order to gat it for the sals. :
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8. mmmmmﬁmmMmgmmhummmm
program. Qccasionully, ons or move ADVOCA contact fhe stine prospect, tatulting In a dsputa of the
enroling righta, wmmmm%wmmmmum
leadar the porson wivdba Raie: 2ppeR’s O the application. in The ovant that two of o epptications are
racoived, the one received first by PEOPLE'S HEALTH CHOICE will ba rasoghized. .

7. Cross-Enollingt/An ADVOGATE wmay nol anroll , or attempt 0 envolf , another PEQILE'S HEALTH CHOIGE
mmtwmmmmmmmdmm

8. One Hierarchy: Under no cinasnslances may an individual, sipovse, dependants, partnership or eceporafion
participate in more than ane PEOPLE'S HEALTH CHOICE downtine. he

9. MUpML%;‘@W#MIMkMMyWWhthﬁa
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Departmant 3. : :

10. Program Presentation; ADVOCATE will explaln the PEOPLE'S HEALTH CHOICE progrems 1o prospocts
honestly and in il entively, without embeliishment, distorion o misreprassataSion, Any addiional otfera,
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nmnmvmsmmc&nmmmmmw:ﬁudauam

during which Commission Queiifiors spply.

ummhmwmocms-mmmbymmmmmdwum

other feen must he remvitted to
owed shall cause Wimediate

mmmmmmmnmm
mpammmmmhdmuhdhmkmm
Amandments: ADVOCATE understands and agrees that PEOPLE’S HEALTH CHOICE roaarvas the abaciute

which includas the PEOPLE'S HEALTH CHOICE

Transfor of Marketing Network: An independent PEOPLE'S HEALTH CHOICE natwork inarkiting business
mmmmmwmummmmm subjapt iy contimiad paymant of the ranawal fees

wiltten
b irynezbnsbly withheld, MWPEOPLE'SHEALTHCHDEE
pmdlmnPEOPl.E‘SHEALTHCHDIGE marketing network is sirictly prokibited,
smotcommngmum'mmmmmmmmmhMMmaw
program fhat incluties docter and/or hospitid broviders.
Moral Turphtuda: PEOPLES HEALTH CHOICE shinll havo the right 10 tarminate this ADMOCATE Agreement
al any tirme for the ADVOCATES frouditont or witful risreprasentation, theft, frand, misapsvoprietion, thore}
nn-pdlhndo ammmmmmmumpsopws HEALTH CHOICE or sihy of Rz memberg,
wendors or

]
@
e
b
S
z
2
E
2
o

P8




Mar. @8 1998 @8:52PM F3

FROM :

7 23, Agmmmuuhcmm For tha duration of this agrasment, and for o periog of bventy-four (24) months
P thereadier, ADVOCATE MMMWMWWNMWPEDPLESHEALTHW
i m%ummmm mpnner whetsoever to perform sarvices for ADVOCATE or for

g
z
b
_g
il
i
|
%

3 legal diangrasment arses betwaon HEAL By represantive,
both parties agroe o resolve & by binding achitration In sceeedanee with the existing rulas of the Amesican
Arbiration Associution. Any arbitraion proceedings will be hald gt the location of the PEOPLE'S HEALTH

HEALTH CHOICE , imd 1o other promises, offies, represendolions, agreaments or undoreiandings -

«wmmuummmmmnmom tmiess e In witting and signed by an

suthorized officar of PEOPLE’S HEALTH CHOICE .

" 27, Governag Lunwz The laws of e State of Califomia s\alt gove this spresment wifiou rsspect o Gelormia’s
mammmmmummmammwrmmmm
Coffornia for gy dapute srising out oF s Agrasin )

ADVOCATE SIGNATURE: AJ
DATE » L G- OF

T v
iF PAYING BY CHECK, MAIL_ THIS FORM AND YOUR CHECK TO:

Poople’s Health Choice, clo People's Bank Building,
590D Wilshire Bivd., SUIT E 2350, Los Angeles, CA 90036

%

IE PAYING BY ELEG 0 | CHECKING ACCOUNT DEBIT:

M_or_amwmamaesonmsmm
FAX: (973 ) 854 - 4548

IMPORTANT NOTICE:
Al application forms and payments will be eptered into the Peaple’s Health Choice

revenue sharing plan computer system in onder according to the dafe received at the
address indicated above. No oxcepbons. (Thanksl)
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